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| “MORTGAGE OUTLOOK GOOD FOR 1952 


| T would be a great mistake for mortgagees to become complacent over the 














| outlook for 1952. The vexations of 1951 still linger to mingle with the va- 
garies of an election year. It will be a year of struggle and surprise. It 
will quicken the pulse and sharpen the temper. It will demand sagacity, alert- 


ness and agility. It will be a hectic, exciting year, but business will be good. 


In more rational times we would expect mortgage volume to rise slowly for 
the next few months, then settle into a gentle decline toward the end of the year. 
There is a possibility that this will happen. In most localities, especially in the 
big mortgage centers, FHA-VA lending activities have been slowed to a crawl 
by unacceptable rates. The sale of new homes gives signs of slowing down, and 
more and more pressure is building up against an already enfeebled Regulation X. 
New family formation has been in a declining trend for the past several years, 


and indications are that it will not turn up for several more. An enormous hous- 
ing inventory has been built during the postwar period. The basic factors that 
have supported the boom are weakening and, as we have said, in more rational 
times we would expect the decline to continue. 


However, this year, particularly the last half, will be dominated by one of the 
biggest and bitterest political fights in our country’s history. It is well recog- 
nized that a slump in the economy would be almost fatal to the Democrats’ chances 
of staying in office. Asa corollary to this, it would not help the Republican cause 
to oppose any “reasonable ” efforts on the part of the Administration to under- 
write the boom a little longer. 


We can only guess at what these efforts might be. One that seems rather 
obvious is the scuttling of Regulation X. There seems little doubt that the re- 
moval of credit controls would provide some stimulus to the weakening market. 
In our opinion, the relief would be of short duration, but it would probably last 
until early November. We believe that this effort is certain to be made and that 
in the comparatively near future *“X” will be gone, or drastically weakened in the 
less than $20, 000 price range. 





We don’t feel nearly so sure about the other efforts that might be made. We 
all know that a substantial amount of new money for Fanny May would do wonders 
for the secondary market. If it were a large enough sum it would also help pick 

(cont. on page 183) 
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(cont. from page 171) 
up the lagging activity in new FHA-VA lending. Right now we are doubtful that 
Congress will vote any more money for Fanny May’s nondefense activities, but 
it is a possibility that the mortgage lender will not ignore. 


It is not at all likely that FHA-VA interest rates will be raised. Franklin 
Richards has already said that 4-1/4% is good enough on FHA, and in some cases 
it is. Some lenders can get by very well on 4-1/4% loans that can be serviced in 
their own office. However, when they have to service loans away from home, 
4-1/4% gets too tight for comfort. Consequently, the FHA loans that are being 
made are close to home and, for the most part, are made to retain depositor 
good will or for some other “public relations” motive. The same is true on VA 
loans to an even greater extent. While another half point on FHA-VA rates would 
start a broad stream of money flowing into government-backed loans, we be- 
lieve that the chances that this will take place are no better than a “remote pos- 
sibility. ” 


In order to show what has been happening to the mortgage picture we have de- 
voted this entire bulletin to information on mortgage activity, FHA-VA applica- 
tions and the interest rate. The charts on pages 172 through 183 show mortgage 
activity in 92 cities from July 1950 through March 1952. The charts show the 
number of mortgages recorded each month during this period compared with the 

(cont. on page 186) 
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(cont. from page 183) 
postwar high and postwar low. The postwar highs and lows are shown by the bars 
at the left of each chart. 


On page 184 is a table showing the variation in interest rates on real estate 
loans during the month of March in several widely separated cities. In our 
opinion, rates are going to change very little, but any change that will occur will 
probably be best described as a slow upward drift. The practice of charging a 
commission to the borrower will no doubt become even more widespread, and as 
time goes on the charge will become a little steeper. 


As a whole, 1952 mortgage volume will be high, though not so high as the 
volume in 1951. We think that the removal of Regulation X will stimulate the 
market to some degree for a relatively short time. As the year runs out and if the 
repeal of *“X” is not enough of a jolt, there may be other efforts made, suchas 
more money for Fanny May - or a higher rate on FHA-VA’s. Our guess, how- 
ever, is that these last two moves will not be made; the removal (or weakening) 
of *“X” should provide enough momentum to last until election day. 











